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from this source are appropriated and distributed in the same manner 
as real estate taxes paid upon the real estate described in the mortgage. 
This legislation does not show any special tendency in mortgage tax- 
ation. California has only cleared the way for a repeal of her present 
law. Washington has exempted mortgages entirely and Minnesota 
has adopted the recording tax system as it prevails in New York. 

Robert Argyll Campbell. 

Municipal Public Utilities and Constitutional Limitations on Municipal 
Indebtedness. Wisconsin in common with many other States has a 
constitutional provision that no municipality shall incur indebtedness 
to an amount exceeding 5 per centum on the value of the taxable 
property therein. More than one city desiring to establish municipal 
public utility plants has been halted by this provision. Hence the Wis- 
consin legislature like the legislatures of other States has been struggling 
to devise a system by which money may be secured by the municipality 
and devoted to the purchase of a public utility plant without the creation 
of a municipal indebtedness. The latest attempted solution of this 
problem is chapter 665 of the laws of 1907. 

Under the provision of this chapter mortgage certificates are issued 
which recite on their face that they "are secured by trust deed or mort- 
gage upon the plant .... acquired or constructed and that no munici- 
pal liability is created thereby." The certificates are to bear interest at 
the rate of not more than 6 per cent, must not be sold for less than par, 
and are made payable at the option of the city within not less than five 
nor more than twenty years from date. To secure their payment a 
trust deed or mortgage is executed upon the plant. 

This instrument must provide: (1) that the lien of such deed or 
mortgage upon the plant and upon the income therefrom shall be the 
only security which the holder of the certificates shall have and that 
neither the trust deed or mortgage or the certificates shall create any 
municipal liability; (2) that the income derived from the operation of 
the plant over and above the necessary expenses and repairs shall be 
kept in a separate fund out of which the interest on the certificates shall 
be paid; ('■>) that out of the excess an amount not less than 4 per 
centum of the face of the certificates shall be annually set aside as a 
sinking fund and that the income in excess of such running expense, 
repairs, interest and sinking funds may be used for extensions and 
improvements; (4) that if any interest shall remain unpaid for twelve 
months after due or if any of the principal shall not be paid when due the 
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mortgage or trust deed may be foreclosed and that upon default in any 
interest or principal the holders of the certificates may declare the whole 
amount due and payable. 

The law also provides for a reissue of certificates to take up previously 
issued and matured certificates. 

The principle involved is not entirely new in Wisconsin legislation. 
Chapter 348, laws of 1899, amended by chapter 143, laws of 1901, con- 
tains similar provision but was applicable to only certain classes of 
cities. The supreme court has never passed upon the constitutionality 
of any of these laws. 

It is to be noted that the law makes no provision that the purchaser 
at a foreclosure sale upon the plant may continue to operate it either 
under franchise or otherwise. The query presents itself whether the 
physical property constituting the plant without the right to continue 
operation of the plant will appeal to investors as good security for the 
large loans that will be necessary. It is to be remembered in this con- 
nection however that the granting of franchises has been placed by re- 
cent legislation in the hands of the State railroad commission and 
investors will have less fear than formerly of an arbitrary refusal to 
grant a franchise. 

Matthew S. Dudgeon. 

Railroad Taxation. The legislature of Maine of the current year has 
followed the example set by New Jersey in 1906, by adopting a gradu- 
ated railroad tax. This tax is a specific State tax. It is based on the 
gross mileage receipts, and is to apply on a graduated scale increasing 
as the gross income per mile increases. When such receipts do not 
exceed $1500 the tax is to equal one-half per cent of the gross trans- 
portation receipts; when over $1500 and under $2000, three-fourths 
per cent, and so on increasing the rate one-fourth per cent for each 
additional $500 of gross receipts per mile, providing that in no case is the 
rate to exceed 4£ per cent. 

New Jersey and Maine furnish the only precedents thus far for this 
method of railroad taxation. During the regular sessions of 1907, no 
less than nine State legislatures discussed a change in their present 
method of taxing railroads. However Maine was the only State to 
take advanced ground in the matter. 

Legislatures are at great variance as to what is the best method of 
taxing railroads in order to promote that equality and justice which the 
constitution guarantees. The majority of States, however, maintain 



